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I ntroduction

The U.S. Environmental Protection Agency (EPA) created Project XL, which stands for
eXcellence and Leader ship, to give companies, communities, state and local agencies, federal
facilities, and industrial sectors, the opportunity to propose cleaner, cheaper, and smarter ways of
protecting the environment. Project XL provides real world tests of these innovative strategies.
EPA may, after careful evaluation of the project, replace or modify regul atory requirements,
policies or proceduresif it is determined that the innovation piloted in the XL project will
produce superior environmental benefits and promote accountability to the public.



Federal government institutions face many of the same environmental regulatory responsibilities

that private-sector industries are required to meet. These institutions have many opportunities to
experiment and test new innovative mechanisms. For example, the Department of Defense

(DoD), has been an active participant in environmental reinvention pilot projects. In 1995, a
Memorandum of Agreement (MOA) between EPA and DoD was initiated to provide a

framework for the development of regulatory reinvention pilot projects at DoD facilities. This
program is commonly known as ENVVEST (for Environmental Investment). The experience

and lessons learned from ENVVEST will assist EPA in redesigning its current regulatory and
policy-setting approaches. Thisinitiative also offers DoD facilities a tremendous opportunity to

think “outside the box” of the current system and to find solutions to obsTWGles that limit
environmental performance. DoD and EPA outlined the ENVVEST agreement to reflect Project
XL requirements. Puget Sound Naval Shipy@RBENS) was selected for ENVVEST because of
the environmental leadership and innovation it has demonstrated in the past. To simplify, the
term “Project XL” will be used throughout the document, and should be construed as
synonymous with “ENVVEST.”

What isthe Phase | Final Project Agreement?

This Phase | Project XL Agreement (Agreement) is the first phase of a two-part agreement
between EPA and PSNS. It describes the intentions of EPA, PSNS, and the Washington State
Department of Ecology (WDOE) related to development and implementation of this Project.

The Agreement will be available for a fourteen (14) day public comment period. Comments
received on the Agreement during that period and responses will be included in an Appendix.
Like all Project XL Agreements, the Phase | Project Agreement itself is not legally binding.
Legally enforceable commitments described in the Phase | Agreement will be contained in
separate legal documents such as the State Implementation Plan and/or permits.

Due to the complexity of the project and the numerous processes and analyses necessary to
implement it, EPA and Puget Sound Naval Shipyard have adopted a two-phased approach to the
Project XL Agreement. This Phase | Agreement contains as much detail as possible at this time
regarding the project and the intentions of each party. An additional Final Project Agreement
between EPA, WDOE and PSNS will be signed in the future. Today's Phase | Agreement
describes areas where further details are needed or additional discussions between EPA, PSNS
and stakeholders will occur. EPA, PSNS, and WDOE hope to sign the Final Project Agreement
for Phase | in September 2000.

Why IsProject XL Necessary?

Project XL was identified as the best mechanism for developing an innovative Project involving
EPA, PSNS, and WDOE. Project XL provides a mechanism for the Parties to explore flexibility
In existing permits, while also ensuring a superior environmental outcome. Additionally, PSNS,
through the unique aspects of the ENVVEST initiative with EPA, should be able to reprogram
some of its funds to further pursue pollution prevention.



What isthe Flexibility to be Granted?

In Phase I, no regulatory flexibility is being sought. Rather, PSNS will conduct a study that may
result in arequest for regulatory flexibility in phase 1.

In Phase I, the proposal may be aimed at designing an alternative to current National Pollutant
Discharge Elimination System (NPDES) regulations. This aternative, possibly in the form of a
pollutant trading program, will be designed to be flexible enough to alow the
regulatory/regulated community to use good science to select pollution reduction strategies that
will maximize water quality benefits and minimize cost.

Why isthis Flexibility Appropriate?

In Phase I, no determination has been (nor will it be) made regarding regulatory flexibility. That
determination will be made in Phase Il between EPA, PSNS, WDOE, and interested
stakeholders. If regulatory flexibility is going to be sought in Phase |1, a separate Project
Agreement would be developed for the project and made available for public review.

. PARTIESTO THISAGREEMENT

The Parties to this Project XL Phase | Final Project Agreement are the EPA, PSNS and WDOE.
Other entities may be parties to the Final Project Agreement for Phase Il.

II. PURPOSE OF PHASE | FINAL PROJECT AGREEMENT

The purpose of this document is to formalize an agreement between the parties on the project’s

scope, time frame, and stakeholder involvemeBecause the potential regulatory flexibility will
remain unknown until the completion of the first phase of the project, addendum to the FPA may
be added in the future. This document represents the first phase (the “umbrella FPA”) and
establishes the fundamental criteria for establishing and evaluating the existing health of Sinclair
Inlet so that the parties will be satisfied that the proper background information has been
obtained in order to make decisions upon proposed regulatory flexibtiylementation and

process improvement will be addressed in Phase II.

This umbrella FPA does not describe or propose any specific regulatory flexibility. Requests for
regulatory flexibility will be addressed when PSNS and the stakeholders identify instances where
such regulatory flexibility is needed and negotiate addenda with EPA and WDOE. Subsequent
phases of the FPA development will appear as separately negotiated and signed addenda to this
umbrella FPA. These addenda will be submitted by PSNS and the stakeholders specifying those
media for which flexibilityfrom regulations or policies is needed. The parties and the
stakeholders will work collaboratively to make these determinations. Each addendum will



identify the proposed regulatory flexibility recommended by PSNS and the stakeholders; identify
the superior environmental performance expected to be gained by extending regulatory
flexibility; and the process necessary to evaluate the effectiveness of any proposed regul atory
flexibility.

All media-specific addenda devel oped subsequent to this umbrella FPA will be made available
for public comment as part of the stakeholder involvement process.

While this Agreement is between PSNS, EPA, and WDOE, the parties recognize the significant
role played by the stakeholders including various natural resource trustees, the City of
Bremerton, the City of Port Orchard, the Suquamish Tribe, environmental and public interest
groups, and individual citizens.

[11. OVERVIEW OF THE PROJECT
A. Background

PSNS chose to pursue this pilot project because the Navy believes that application of innovative
watershed scale ecological risk assessment tools will better inform TMDL devel opment and
result in amore environmentally protective strategy for managing pollutant sourcesin Sinclair
Inlet and Dyes Inlet.

PSNS has been the recipient of numerous awards including the Navy’'s most prestigious awards
for installation excellence and environmental quality - the Commander-In-Chief's Installation
Excellence Award (1991, 1995hhe Secretary of the Navy’'s Environmental Quality Award for
Industrial Installations (1994, 1999), Washington Governor's Award for Outstanding
Achievement in Pollution Prevention, Most Improved Governmental Facility (1997), Secretary of
the Navy Pollution Prevention Award, Industrial Installation (1997,1998), Chief of Naval
Operations Pollution Prevention Award, Industrial Installation (1997, 1998, 1999), Naval Sea
Systems Command Pollution Prevention Award, Industrial Installation (1997, 1998, 1999), Navy
Community Service of the Year Award (Regional Winner) Environmental Stewardship (1998),
the Secretary of the Navy'Recycling Award for Industrial Installations (1995), and the Chief of
Naval Operations Environmental Quality Industrial Installation Award (1999).

PSNS is committed to protecting and improving the quality of the environment. While being
challenged with managing one of the world’s most complex and diverse series of industrial waste
streams. PSNS is also actively proceeding with restoration activities and cleanup of areas
contaminated during the past century of industrial activity. PSNS is one of only a few industrial
sites listed on the National Priorities List that is continuing full-fledged industrial activity while
cleanup activities proceed.

B. Description of the Local Area

PSNS is a large industrial facility located in Bremerton, Washington that has been in continuous
operation since its founding in 1891. Surrounded by evergreen trees and salmon runs, PSNS's



six dry docks, seven piers, and 130 buildings are located on Sinclair Inlet in the very heart of the
Puget Sound basin.

Sinclair Inlet and its surrounding watershed support awide variety of usesincluding
commercial, industrial, residential, agricultural and rural/undeveloped. The Inlet itself supports
runs of several anadromous fish species including Chum and Black Mouth Salmon.

PSNS is the workplace of approximately 7,700 civilian and 50 permanently assigned military
employees with up to 3,000additional military depending on the number of ships overhaulsin
progress. The Shipyard performs repair, overhaul, conversion, refurbishment, refueling,
decommissioning, dismantling and recycling of Navy surface ships and submarines. Resources
for performing this work include manufacturing, research, development, and testing facilities.

v DETAILED DESCRIPTION OF THE PROJECT

PSNS proposes an ENVVEST project designed to develop and demonstrate an alternative
strategy for protecting and improving the health of surface waters. The program objectives will
be achieved through the use of sound ecological science and risk based management and employ
techniques consistent with the draft Environmental Protection Agency Ecological Risk
Assessment Guidelines, (See Appendix A). Key elements include:

— Developing and documenting agoal for the watershed based on stakeholder input.

— Developing objectives of risk assessment. (What questions are we trying to answer?)

— Selecting assessment endpoints, (What are we trying to protect?), based on relevancy to the
management goal, social and economic values, and ecological processes.

— Developing a conceptual model that shows the pathways between human activities ; physical,
chemical, and biological stressors; and direct and indirect ecological responses.

— Developing risk hypothesis.

— Conducting arisk analysis that addresses degrees of exposure and impacts of exposure on
biological resources, as measured with extensive biological monitoring
data— Characterizing risk based on integrating the exposure and effects data

- Development of accurate loading capacities, (in partnership with EPA and WDOE), for

pollutants of concernin Sinclair Inlet

— Development of arelative risk index for identified pollutants

— Development of alternative or additional tools for the NPDES Program

This project will include a comprehensive watershed assessment that will provide the technical

basis to implement the most cost-effective strategies to maintain and or improve surface water

quality. The proposed project will involve two main phases. The first phase will be an

extensive study/research project, (explained in more detail in section I11). In the second phase,

PSNS and stakeholders will use data gathered in the first phase to develop and then propose

alternative regul atory approaches.

At the onset of the project, PSNS will meet with stakeholders to define their role and
involvement in this project. Interested stakeholders will team with PSNS as outlined in Section
V1 of this FPA. Once the stakeholder involvement group has been identified, a Technical



Working Group (TWG) will be formed to comment on the methodology for this study. The
TWG will include representation from EPA, WDOE, PSNS, as well as those groups with
technical expertise and interest appropriate to the project.

Once thefirst phase is complete, the TWG will review the data and proceed into the second
phase. The second phase will entail the development of an alternative process for regulating and
monitoring Sinclair Inlet as awatershed versus the traditional NPDES regulations. Addendato
this umbrella FPA will be negotiated between EPA, WDOE, and PSNS for the second phase of
the project.

The goal will be to redirect tax dollars currently spent meeting compliance requirements, to
activities that will surpass current regulatory requirements for Sinclair Inlet, and have greater
impact upon improving the watershed'’s health.

A. Phasel: Study/Research Sinclair Inlet
The first phase is comprised of the following three key elemehRtgufe (1))

1. Develop and | mplement a Compr ehensive Environmental Database. ( Figure

)

The relational database will be based on a generalized environmental data model and will
include standardized data reporting criteria. This database will contain data from the
entire watershed and will allow the TWG to identify lacking or overlapping data
collection efforts andconduct a preliminary assessment of the apparent stressors
affecting the health of Sinclair Inlet. The database will initially contain data collected
from various sources prior to the development of this project. Collected data may include
surface water quality mapping, sediment chemistry, benthic community structure analysis,
sediment and water toxicity, indigenous bivalve and fish contamination and condition,
deployed bivalve contamination and growflhis will result in a database that can be
used:
- To model the hydrodynamic variability and fate of contaminants in
Sinclair Inlet.
- To prioritize identified pollutants in terms of potential impacts on the
marine environment.
- To produce TMDLs for identified pollutants as deemed appropriate by
WDOE.

This database will incorporate usable data from all stakeholder sources from 1994 to
present. Specialized research/sampling projects will be included regardless of age.
Quality assurance criteria ratings will be applied to each piece of data to give users the
ability to determine relative confidence of a given data set.

This initial database will be evaluated by ecological risk assessment experts on this
projects working groupo determinenissing information. A sampling plan will be



developed to fill in the identified gaps. When these data gaps have been filled we should
know: pollutants, pollutant concentrations, pollutant sources, and impacts of pollutants
on biota.

2. Develop an Integrated Water shed/Surface Water Contaminant Fate and
Transport Modédl. ( Figure (3))

In parallel with the database effort for Sinclair Inlet, this project will develop an
integrated Watershed/Surface water contaminant, fate and transport model of Sinclair
Inlet, Dyes Inlet, and a portion of Rich Passage. (Figure (4))

Hydrodynamic models of Sinclair Inlet, Dyes Inlet, and a portion of Rich Passage have
been completed. The next step will be to input water quality data and point source load
information, yielding comprehensive surface water, fate and transport model. During
Phase | of this project this model will be used to help determine the fate of pollutants
entering theinlet.

3. Perform Ecological Risk Assessment. ( Figure (5))

Using the information obtained from the database and modeling efforts, this project will

perform an ecological risk assessment on Sinclair Inlet. An ecological risk assessment

is: “The process of evaluating the likelihood that adverse ecological effects may occur or
are occurring as a result of exposure to one or more stressors” — USEPA 1998

The goal is to assess ecosystem health by determining the relative contributions and
effects of the prioritized aquatic pollution sources, including point source discharges,
non-point source discharges, and land and sediment contamination from past industrial
practices. The TWG will determine pollutant parameters, test species, and a reference
water body to be used in the assessment and assessment endpoints. (Figure (5))

This process will be designed, in partnership with technical experts &®es WDOE,
and the Navy, to answer the following question: Is there unacceptable risk to ecological
resources in Sinclair Inlet?
If so:
Which ecological resources are the most threatened?
Which stressors are most likely to be causing risk?
What are the potential sources of stress?

What are the options for reducing risk?

Criteria for the determination of acceptable risk will be developed by the technical working
group and presented to the Community Advisory Committee for comment as early as
possible in this process.

B. Phasell: Develop Regulating, and Monitoring Processfor Sinclair Inlet



The parties will evaluate the data collected from the study of Sinclair Inlet and develop
recommendations for the mapping/design process. The information gained from Phase |
will be used to evaluate whether an alternative scheme for regulating and monitoring
surface water bodies like Sinclair Inlet as a watershed should be developed, and if so, to
develop the alternative approachesfor Sinclair Inlet. Marine pollution prevention
initiatives, long-term ambient monitoring plans, and possible regulatory flexibility are
processes that may be included in the recommendations in Phase I1.

The information gained will be available to other agencies and stakeholders for their use
related to Sinclair Inlet or application elsewhere.

V. PROJECT XL SELECTION CRITERIA

The PSNS Project, as described in this Agreement, meets EPA’s Project XL criteria. See 60 Fed.
Reg. 27, 282, et seq. (May 23, 1995). The criteriaand the basis for stating that they are met are
summarized below.

A. Anticipated Superior Environmental Results

While point source pollution has sharply decreased over the last 30 years, sources of non-point
pollution like urban sprawl, road wash, intense agricultural use and storm run off from industrial
facilities like the shipyard, has steadily increased. In its current form the NPDES program does
not have the tools it needs to address non-point pollution sources.

The NPDES program was designed to tackle a pollution problem with a discreet point of origin
and an identifiable owner (presumably with the resources to fix the problem.) By definition,
non-point pollution has no discreet point of origin and generally has no identifiable owner or
identifiable resources.

So the resources are directed at point sources while pollution is mostly generated elsewhere. The
current NPDES program has no way to unite the resources with the pollution. This has had the
effect that point source owners are often in the position of spending millions to remove
molecules of agiven pollutant from their process waters while pounds of the same material is
being washed, more or less uncontrolled, into the same water body. Developing the tools that the
NPDES program needs to address this problem is what this project is all about.

The superior environmental performance will be measured by changes in water quality, sediment
quality, biological health, and biodiversity within the inlet ecosystem.

Specific stand-alone products from this project should include:

1) Watershed, Surface Water Contaminant, Fate and Transport Model,
The project will refine the receiving water hydrodynamic model that the Navy developed for
Sinclair inlet. This model will include fate and transport for the contaminants determined to be
of interest. With this model, we will predict whether contaminants leave the inlet, accumulate in
the sediments, remain in the water column, or are bioavailable. In addition to including known
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point sources, the model will also take into account non-point sources. The loading from non-
point sources will be calculated using a land-based watershed model being devel oped by the
Army Corp of Engineers with EPA input. By integrating these two models, the project will
evaluate the relative impact of various pollutant sources and run pollutant management scenarios.

2) Total Maximum Daily Loadings,

A TMDL isaregulatory approach to limiting pollutants entering an impaired water body based
on assimilative capacity. The process involves determining how the water body isimpaired, what
pollutants are impairing it, and then setting a mass loading for the water body over a given time
period. The key to an efficient TMDL isto understanding the impact on the biota in the system,
especially from non-point sources. Without this understanding, the TMDL limits are overly
conservative and may put an excessive burden on pollutant generators. This project will provide
the chemical, biological, and environmental risk understanding necessary for the state and other
stakeholders to develop practical and protective TMDL'’s for the constituents of concern.

B. Anticipated Cost Savings and Paperwork Reduction

The potential benefits of this project will be realized by focusing resources on well-defined
problems that have been identified by the ecological risk assessment, and agreed upon as
priorities by the TWG, PSNS, EPA, WDOE and stakeholders. Our goal is to avoid costly
activities that will provide little benefit to environmental quality of Sinclair Inlet. We believe

that long term targeting of pollutants that pose the greatest risks to Sinclair Inlet will result in the
greatest benefit for all concerned.

Integrating existing stakeholder monitoring programs into the project will result in some cost
savings. Converting from existing data collection and reporting requirements to a comprehensive
electronic database will reduce overall annual sampling costs and paperwork for all regulated
facilities.

The success of this project could bring additional cost savings through sharing of the project
technologies with other military and civilian shipyards.

C. Stakeholder Involvement

Stakeholder involvement is essential for the success of an ecosystem-wide environmental
program. PSNS will sponsor an ambitious effort to involve local stakeholders in the
development of this project (Section VII Stakeholder Involvement Prodessing Phase | of

this project PSNS will form a Community Working Group (CWG). The CWG will help

establish goals for the future of Sinclair Inlet and act as information liaisons for communicating
project information to their represented organizations or communities. In Phase Il all interested
stakeholders will be invited to help develop the tools indicated by the technical phase of this
project.

Over the next two years or so, we estimate that CWG members would need to be able to spend 6

to 8 hours annually. During phase two participation will be closer to 8 hrs per month for several
months running.
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Stakeholders include any agency, organization, or individual that isinvolved in or is affected by
the decisions made in the management of the watershed. This can include, but not be limited to,
Bremerton and Port Orchard Publicly-Owned Treatment Works, Suquamish Tribe, National
Oceanic and Atmospheric Administration, University of Washington, and state and federal
regulatory agencies mentioned above, as well as other interest groups and private citizens.

As part of the stakeholder involvement, PSNS will issue press releases, run informational notices

in the newspaper, and sponsor public meetings, which began with the initial FPA “kickoff”

meeting on June 15, 2000. At this meeting, PSNS discussed the proposed pilot project and EPA
explained the Project XL process. PSNS in partnership with the EPA and WDOE will hold
additional public meetings based on public interest or as decided by the direct participants to
advise interested members of the public on the progress being made on the project. The goal of
this effort is to ensure that concerns and issues related to the project are documented and
addressed.

D. Innovation/Multi-M edia Pollution Prevention

Puget Sound Naval Shipyard has already developed innovative strategies in marine pollution
prevention. These range from simple but effective housekeeping and cleanliness “best
managemenpractices” to innovative sampling equipment. In this proestNSwill use an

ecological risk assessment approach to focus pollution prevention strategies directly toward those
waste streams having the highest potential of adversely affecting the Sinclair Inlet aquatic
ecosystem. Both traditional and innovative technologies will be evaluated to paeuéont

mitigate pollution in targeted waste streams.

Ecological risk assessment is an emerging science that, along with the older science of human
health risk assessment, almost certainly will be a central component in the next generation of
environmental law and regulation. In fact, federal and regional regulatory agencies are already
considering ways to employ risk based management across several environmental programs and
across all media. However, there are few, if any, examples incorporating this valuable scientific
discipline into water quality regulations. This proposed pilot project to develop and demonstrate
a practical regulatory application will serve as a benchmark motle¢ project would employ

the EPA’s Guidelines for Ecological Risk AssessmeRelevant concepts from other innovative
approaches such as Watershed Management and Multi-Media regulation would be incorporated
into this innovative project.

E. Transferability

PSNS will use reasonable means (e.g., technical publications, conferences and workshops) to
disseminate specific lessons about its XL Project experience subject to their ability to protect
proprietary or confidential business information against unauthorized disclosure.

While the site conditions and the monitoring plans may vary, the approach will be designed so

that it can be directly applied at any marine inlet, estuary, or water body that has a history of
ecological stress. Thus, the tools developed for this project will produce a model transferable to
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shipyards, both Navy and civilian, or to any governmental or civilian shore-side industrial facility
or stakeholder community having past or present discharges into a marine ecosystem. The
overall approach could be limited to awater body or expanded to an entire watershed. Several
regions and states across the nation are aready beginning to consider more comprehensive water
quality regulations with similar approaches, and the proposed pilot project will be at the leading
edge of this movement. Furthermore, some of the individual products from this project (e.g.,
data model, data reporting specification) will have much wider applicability -- and could
potentially become a benchmark standard for the management of electronic environmenta data
across multiple media.

F. Feasibility

The PSNS Project is technically, administratively, and financially feasible. Technical expertise
in support of this Project will be provided by EPA, WDOE, universities, federal employees and
regulatory agencies.

EPA'’s alternative compliance strategies under Project ENVVEST provide the needed
opportunity to move forward with this risk-based program. PSNS was considered qualified as an
applicant for an ENVVEST Pilot Project Proposal, in part, because &itipgard’sexperience

with previous EPA Environmental Leadership Programs. The Shipyard has a mature, proactive,
and effective environmental program, as demonstrated by recent environmental evaluations and
environmental awardsPSNS has considerable experience in project management, and would
assign a strong program management team to the proposed pilot project.

G. Monitoring, Reporting, and Evaluation

The Environmental Division at Puget Sound Naval Shipyaresponsible for oversight of the

project and will submit periodic progress reports to DOD, EPA, WDOE, working groups, and
stakeholder groups. Changes proposed in Phase Il of the project as a result of the information
gained in Phase | will be proposed in a manner meant to ensure that environmental risks will not
be disproportionately distributed. Interested stakeholders will be included in the creation and
monitoring of the program in order to ensure changes proposed in Phase Il achieve this goal.

H. Shifting of Risk Burden

The project is consistent with Executive Order 12898 which states “each Federal agency shall
make achieving environmental justice part of its mission by identifying and addressing, as
appropriate, disproportionately high and adverse human health or environmental effects of its
programs, policies, and activities on minority populations and low-income populations in the
United States and itgerritories..” The proposed pilot projeatill not impose inequitable
environmental or health risks or cost burden to any segment of the population. It will, in fact,
improve the environmental health of a marine inlet that can be enjoyed and easily accessed by all
Kitsap County residents and visitors.

VI. PROJECT IMPLEMENTATION
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A. Legal Basis

“This Agreement states the intentions of the Parties with respect to PSNS Project XL proposal.
The Parties have stated their intentions seriously and in good faith, and expect to carry out their
stated intentions.

This Agreement does not create legal rights or obligations and is not a contract or an Agency
“action” such as a permit or a rule because this Agreement does not create legal rights or
obligations and is not legally enforceable. This Agreement is not subject to judicial review of
enforcement. No action or omission by any party that is at variance with substantive or
procedural provisions of this Agreement, or that is alleged to be at variance with a provision of
this Agreement can serve as the basis for any claim for damages, compensation or other relief
against any party.”

B. Non-party Participants

It is important to note that various aspects of the Project will remain subject to the approval of
other regulatory entities even after this Agreement is signed. The parties have actively sought
input and participation from those entities throughout the development of this Agreement and
much progress has been made in clarifying the roles each will play in the ongoing process of
making this Project possible.

C. L egal Mechanism

Due to the two-phase nature of this proposal no specific regulatory flexibility is being requested
at this time. Appropriate regulatory flexibility will be identified and negotiated when Phase | of
this project is complete. The ability to request regulatory flexibility under this FPA will be
restricted to stakeholders with permits to discharge into Sinclair Inlet.

D. Applicability of Other Laws or Regulations

Except as provided in any rules, permit provisions, Phase Il FPA'’s or other implementation
mechanisms that may be adopted to implement the Project, the parties do not intend this Project
to modify or otherwise alter the applicability of existing or future laws or regulations.

E. Authority to Enter Project Agreement

By signing this Agreement, EPA, PSNS, and WDOE acknowledge and agree that they have the
respective authorities, discretion, and resources to enter into this Agreement and to implement all
of the applicable provisions of this Project.

Nothing in this agreement shall be construed as obligating any of the parties, their officers,

employees, or agents to expend any funds in excess of appropriations authorized for such
purposes in violation of the federal Anti-Deficiency Act (31 U.S.C. Section 1341).
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The parties understand that any obligation of appropriated funds under this Agreement and all
future Addenda is subject to the avail ability of appropriated funds in accordance with the
requirements of the Anti-Deficiency Act, 31 U.S.C. Section 1341. If appropriated funds are not
available to fulfill the obligation of the U.S. Navy or the EPA under this Agreement, the parties
shall agree to an appropriate adjustment of the time-schedule or proposal, or the proposal shall be
withdrawn.

F. Rightsto Other Legal Remedies Retained

Nothing in this Agreement affects or limits any legal rights EPA, PSNS, or WDOE may have to
seek legal, equitable, civil, criminal or administrative relief regarding the enforcement of present
or future applicable federal and state statutes, rules, regulations, codes or permits.

Although PSN'S does not intend to challenge actions implementing the Project that are consistent
with this Agreement, PSNS reserves any right it may have to appeal or otherwise challenge an
EPA, or WDOE action implementing the Project. Nothing in this Agreement is intended to limit
any right PSNS may have to administrative or judicia appeal or review of modification,
withdrawal or termination of those legal mechanisms in accordance with the applicable
procedures for such review.

G. Reporting

For the duration of this Agreement, PSNS will provide an annual summary report to EPA, and
WDOE and, upon request, to Stakeholders. PSNS will make all Project data and reports
available to Stakeholders on request. The first annual report will be due one year following the
signing of this Agreement. Succeeding annual reports will be due the same time each year during
the life of this Agreement. The EPA and/or WDOE will provide relevant segments for the report
as necessary to educate the public for topics identified in the future.

In each annual report PSNS will provide a summary of environmental performance data and will
describe PSNS'’s progress toward completing the Project as described in this Agreement. The
report should describe progress on all of the enforceable and voluntary commitments contained
in this Agreement as well as information on the status of the schedule goals. Other reports
produced as part of the Project which address these subjects may be used as appropriate.
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1. Report Frequency and Content

EPA, PSNS, and WDOE will work together to draft areport outline within ninety
(90) days of the signature of this Agreement. To the extent possible and consistent
with applicable regulations, the outline will be structured so that streamlining of
reporting on regulatory activities could continue beyond the duration of this
Agreement. The report will include, but not be limited to: Stakeholder activities,
achieved milestones; important announcements; and, a schedule for activities through
the next reporting period. Inclusion of al relevant information in one report will
streamline reporting for the Project and make information about progress available on
areliable schedule in a consistent format.

During the first two (2) years of implementation, PSNS will also submit awritten
report at six month intervals. This semiannual report isintended to keep all parties,
including Stakeholder and regulatory agencies, well informed during the early stages
of implementation. The semiannual report will be provided within six months of the
signing of this agreement and subsequently thereafter on a biannual basis until al
parties listed below consent to revert to the sole submittal of an annual report.
Reporting will then be reduced to an annual basis as described above. The
semiannual report will be submitted to: the Administrator for EPA Region 10 and the
Director of WDOE and to stakeholders upon request.

2. Regulatory Requirements

One of the parties’ goalsisto reduce the burden of unnecessary paperwork and obtain
resulting cost savings without compromising the integrity of regulatory controls. The
Project isintended, simultaneously, to explore innovative beneficial reuse

technologies and enhance Stakeholder ability to understand 